SB121
Alaska Pensions

Retirement choices for the Last Frontier




New hires get a choice

* SB 121 creates a new defined benefit tier

* New hires can choose a guaranteed benefit or to control their
money

* The new tier is:
cost neutral
more predictable

shares risk

* Those who serve Alaskans can choose the retirement plan that
fits their service




All Alaskans Benefit

* A choice of retirement plans gives states & cities the tools to
recruit and retain.

They can deliver the best value for public dollars.
* The national employment situation is improving.
How does Alaska remain competitive?

Keeping good employees and attracting better.

* Economic impact of Defined Benefit pensions — total
economic impact to Alaska of $1.4 billion.




A balanced approach

* Each system has strengths:
Defined benefits means knowing how much you’ll have
But you can’t strike it rich
And it takes a long time to earn
Controlling your investments lets you ‘beat the street’

And you can take it with you when you leave
But there are no guarantees




Two PERS employees:

Current Age: 30, Past Service: 5
Current Pay: $50,000, Salary Increase Rate: 3.62%

Income Replacement Ratios ]

100% ' ' Assumed Returp on DC:

== EE Money: 7.00%
n'IE 90% — e PERS Others - Tier 3 (DB) Stch: 77
© 80% |— ~
= -~
L 70% |— == PERS - Tier 4 (DCR) 7 /
e
o . / /
8 60% /
~ 50% /"
2 0%
2 //
c 30%
<

20%

—
0% L
é.—-—-—-—-
0%
30 35 40 45 50 55 60 65

Age at Retirement / Termination




Two TRS Employees:

Current Age: 55, Past Service: 25
Current Pay: $75,000, Salary Increase Rate: 3.62%

[ Projection of Benefit Payments ]
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What Stays
the Same?

The Defined Contribution
systems do not change.
The 2005 safeguards
remain in place

DB pension benefits
Health plan coverage.

What's
different?

Most employees pay more into
the new tier

It takes longer to earn retiree
health insurance
Medicare eligibility for most
Cost sharing
Risk Sharing

DB retirement eligibility similar
to DC tiers.

DC employees get one chance
to switch.




A responsible approach

SB 121’s new tier adjusts so it doesn’t cost more than DC tiers

SB 121 takes longer to earn retiree health insurance
Eliminates the most expensive years for most retirees
Shares the cost
Shares the risk until the employee retires

Conversions to the new tier at employee’s option — and cost.

All the 2005 safeguards remain:
Review by a second actuary
Minimum salaries for elected officials
Experience studies
ARM Board
No paying less than the cost
Refunding DB contributions is permanent




More for Alaskans’ Money

Professional managers earn more

No added costs — we’re already running two systems

$762 million/year in DB benefits are a shock absorber for the
Alaska economy

Employees who prefer portability and control have a choice

Cities, school districts, and the state have excellent recruiting
tools




Cost Neutral

Summary of Normal Costs for New Tier Members under CS B 121 R.2 DBIDC Chaice Proposal
(§in thousands)
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SB 121: Good for Alaska

* I’'m happy to take questions




